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SUBJECT: CALL ON MINISTER OF FINANCE PESMAZOGLOU 

1. SUMMARY: DURING MY INITIAL CALL AUGUEST 2, MINISTER JOHN 
PESMAZOGLOU GREETED ME WITH CORDIAL WELCOME AND IMMEDIATELY 
MADE IT CLEAR THAT HE APPRECIATED THAT USG AND I DURING RECENT 
YEARS HAD FAVORED DEMOCRATIC SOLUTION IN GREECE TO EXTENT THAT 
USG FOREIGN POLICY CONSIDERATIONS PERMITTED. HE SAID HE ALSO 
HOPED IT WAS UNDERSTOOD IN WASHINGTON THAT HIS OWN EARLIER 
PUBLIC CRITICISMS OF U.S. POLICY WERE AIMED AT SUSTAINING A 
SINCERE MORAL POSITION AS SOMEBODY WHO HAD TO SPEAK OUT AGAINST 
THE MILITARY DICTATORS. HE ADDED THAT HE FIRMLY BELIEVES IN 
CLOSEST RELATIONSHIP BETWEEN GREECE AND U.S. BASED ON MUTUAL 
UNDERSTANDINGS WHICH SHOULD BE WORKED OUT WITH A DEMOCRATICALLY 
ESTABLISHED GREECE. HE THOUGHT IT WOULD BE USEFUL TO START A 
HIGH-LEVEL DIALOGUE AS SOON AS POSSIBLE, AND SAID HE AND ALL 
OF GREECE WOULD WELCOME STATEMENT BY TOP-LEVEL USG OFFICIAL TO 
EFFECT THAT U.S. APPLAUDS AND FULLY SUPPORTS EFFORTS NOW BEING 
MADE TO LEAD GREECE BACK TO A RESPECTABLE DEMOCRATIC LIFE. 
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HE APPEARS DETERMINED TO TRY TO LEAD GREECE'S ACTIVIST YOUTH 
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TOWARD A LIBERAL (WESTERN EUROPEAN) POLITICAL RESTRUCTURING OF 
GREECE'S DEMOCRATIC INSTITUTIONS. OTHER ITEMS OF INTEREST 
WERE AS FOLLOWS: 

2. POLITICAL AIMS - PESMAZOGLOU STATED CARAMANLIS NEEDED 
SEVERAL MONTHS IN WHICH TO DETERMINE AND TO DEAL WITH GREECE'S 
MAJOR PROBLEMS WHILE ALSO PREPARING FOR ELECTIONS. PESMAZOGLOU 
SAID HE ANTICIPATED THREE OR FOUR MAJOR POLITICAL GROUPINGS 
WOULD EMERGE INCLUDING HIS OWN DEMOCRATIC REFORM MOVEMENT 
WHICH WOULD SEEK TO ATTRACT THOSE YOUTHS WHO HAD SUFFERED UNDER 
THE MILITARY DICTATORS. HIS MAIN AIM WOULD BE TO LEAD THEM 
CONSTRUCTIVELY TOWARD NEW AND MORE PERMANENT DEMOCRATIC 
INSTITUTIONS WHICH WOULD HELP TO PRESERVE GREEK DEMOCRACY 
WITHOUT DRIVING THE PEOPLE TO POLITICAL EXTREMES. HE THOUGHT 

THE GREEK PEOPLE WERE READY TO DEVELOP A MOR STABLE 
POLITICAL LIFE. IN THIS VEIN, HE APPLAUDED LEADERS OF GREECE’S 
POLITICAL LEFT FOR PRESENTLY SHOWING RESTRAINT AND THOUGHT 
THEY HAD IMPORTANT ROLE TO PLAY AS LONG AS THEY PUT NATIONAL 
INTERESTS ABOVE THEIR FOREIGN TIES. 

3. BALANCE OF PAYMENTS - PESMAZOGLOU SAID GREECE FACED A 
CURRENT ACCOUNT DEFICIT OF $1.2 TO $1.5 BILLION IN 1974 AND 
WOULD NEED TO ARRANGE FOREIGN FINANCING OF SEVERAL HUNDRED 
MILLION DOLLARS BEYOND SYNDICATED EURODOLLAR LOAN ABOUT TO BE 
COMPLETED FOR $150 TO $200 MILLION. WHILE HE BELIEVED IBRD 

AND EUROPEAN INVESTMENT BANK COULD BE COUNTED ON FOR PROJECT 
ASSISTANCE, HE WOULD PREFER TO SAVE IMF DRAWING RIGHTS FOR 
EMERGENCIES. HE SAW MERIT IN MY SUGGESTION THAT GREECE MIGHT 
EVENTUALLY CONSIDER A BOND ISSUE THROUGH PRIVATE CONSORTIUM 
OF INTERNATIONAL INVESTMENT BANKS. HE AGREED THAT SUCH A 
SOLUTION WOULD REQUIRE ADVANCE PREPARATION INCLUDING STATEMENTS 
ON GOG ECONOMIC POLICY AND FULL DISCLOSURE OF GREECE'S ECONOMIC 
POSITION. 

4. FOREIGN INVESTMENT - HE STATED HE WOULD FAVOR SELECTED 
INVESTMENTS THA WOULD PERMIT GREECE TO EXPORT PRODUCTS 
RATHER THAN WORKERS. HE THOUGHT RATE OF INVESTMENT IN TOURIST 
FACILITIES SHOULD BE REDUCED. HE ADDED THAT FOREIGN INVESTMENTS 
SHOULD BE ENCOURAGED ONLY IF THEY COULD ADAPT TO GREECE 
SUFFICIENTLY TO BECOME PART OF GREEK SOCIAL STRUCTURE. 
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5. EEC - PESMAZOGLOU SAID HE WOULD BE IN CHARGE OF REVIVING 
GREECE'S RELATIONS WITH EEC AND HE HOPED TO BE ABLE TO GO TO 
BRUSSELS EARLY IN SEPTEMBER TO WORK OUT MORE EFFECTIVE 
RELATIONSHIP. 

6. MILITARY EXPENDITURES - WHILE MAINTAINING THAT GREECE SHOULD 
PURSUE A PROGRAM TO MAINTAIN MILITARY STRENGTH, HE SAID HE WAS 
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HOPEFUL THAT EFFORTS TO SHORE UP GREECE'S RELATIONS WITH 
INTERNATIONAL INSTITUTIONS AND OTHER NATIONS WOULD REDUCE NEED 
TO PILE UP EXPENSIVE MILITARY HARDWARD. HE NOTED THAT HE 
INTENDED TO LOOK CAREFULLY INTO ALL ASPECTS OF BUDGETING AND 
FINANCING GREECE'S MILITARY PROGRAMS, AND SAID HE WOULD WELCOME 
EVERY OPPORTUNITY TO DISCUSS THESE MATTERS WITH COMPETENT U.S. 

OFFICIALS. 

7. COMMENT: I FOUND PESMAZOGLOU IN DEDICATED, CONSTRUCTIVE 
FRAME OF MIND WITH SHARP PROFESSIONAL EYE ON GREECE'S ECONOMIC 
PROBLEMS, BUT ALSO PREOCCUPIECD WITH POLITICAL SITUATION 
AND DETERMINED TO TRY TO LEAD YOUNGER PEOPLE OF GREECE TOWARD A BETTER 

POLITICAL FUTURE PATTERNED ON WESTERN EUROPEAN LIBERAL PATTERN. 

JUST WHERE HIS DEMOCRATIC REFORM MOVEMENT WILL END UP REMAINS TO 
BE SEEN, BUT HE APPEARS TO BE ONE OF MORE RESPONSIBLE POLITICAL 
FOCAL POINTS PRESENTLY AVAILABLE THAT COULD APPEAR TO GREECE'S 
YOUNG PEOPLE WHO WANT TO PLAY A POLITICAL ROLE. 

TASCA 
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